























Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
statement of the fiduciary net position of the Public Employees' Retirement System of Mississippi, as of June 30,
2018, and the respective statement of changes in fiduciary net position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 22-29 and the required supplementary information on pages 62-68 be presented
to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential part
of financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge
we obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the System’s basic financial statements as a whole. The introductory, investment, actuarial, statistical
and supplementary sections are presented for purposes of additional analysis and are not a required part of the
financial statements.

The additional supplementary information accompanying financial information including the Schedule of
Administrative Expenses and Depreciation, Schedule of Investment Managers’ Fees, Investment Global Out-of-
Pocket Fees, and Professional Service Fees, Schedule of Investment Dues to MRS from PERS and Schedule for
the Public Employees’ Retirement System of Mississippi Statement of Changes in Assets and Liabilities —
Agency Fund are the responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information has been subjected
to the auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the accompanying financial information listed as supplemental schedules are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

The introductory, investment, actuarial and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an opinion or provide
any assurance on them.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 27, 2018, on
our consideration of the System’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. That report will be
issued separately under its own cover. The purpose of that report is solely to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of the System’s internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in considering
System’s internal control over financial reporting and compliance.

é/v/éﬁuzgzu”

Boise, Idaho
November 27, 2018
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Management’s

Discussion & Analysis

[unaudited]

Overview of the
Financial Statements

This section presents management's discussion and analysis of the Public Employees’ Retirement
System of Mississippi's (System) financial position and performance for the year ended June

30, 2018. This section is presented as a narrative overview and analysis in conjunction with the
Letter of Transmittal—included in the Introductory Section—the financial statements, and other
information presented in the Financial Section of this Comprehensive Annual Financial Report.

The System is responsible for administering retirement benefits for all state and public education
employees, sworn officers of the Mississippi Highway Safety Patrol, other public employees whose
employers have elected to participate, and elected members of the state Legislature, as well as
the President of the Senate. The System is comprised of five funds, including four defined benefit
pension plans: the Public Employees’ Retirement System of Mississippi (PERS), the Mississippi
Highway Safety Patrol Retirement System (MHSPRS), the Municipal Retirement Systems (MRS),
and the Supplemental Legislative Retirement Plan (SLRP). The remaining fund is the Flexible
Benefits Cafeteria Plan (FBCP), which is an agency fund.

The System also oversees two other plans: the Mississippi Government Employees' Deferred
Compensation Plan & Trust (MDC), which is a voluntary supplemental retirement savings plan,
and the Optional Retirement Plan (ORP), which is offered as an alternative to PERS to certain
employees of the state’s institutions of higher learning. As explained in Note 2 to the basic
financial statements, MDC and ORP are not part of the System's reporting entity. The System's
funds, with the exception of MDC and ORP, are defined as pension (and other employee benefit)
trust funds, which are fiduciary in nature. Throughout this discussion and analysis, units of
measure (i.e., billions, millions, and thousands) are approximate, being rounded up or down to the
nearest tenth of the respective unit value.

This discussion and analysis is intended to serve as an introduction to the System's financial
reporting, which is comprised of the following components:

1. Basic financial statements

2. Notes to the basic financial statements
3. Required supplementary information
4. Other supplementary schedules

Collectively, this information presents the net position restricted for pension benefits for each
of the funds administered by the System as of June 30, 2018. This financial information also
summarizes changes in net position restricted for pension benefits for the year then ended.
The information in each of these components is briefly summarized as follows:

1. BASIC FINANCIAL STATEMENTS

The June 30, 2018, financial statements are presented for the fiduciary funds administered by
the System. Fiduciary funds are used to account for resources held for the benefit of parties
outside of the System. Fiduciary funds include pension trust funds such as PERS, MHSPRS, MRS,
and SLRP, as well as an agency fund, the FBCP. A Statement of Fiduciary Net Position and a
Statement of Changes in Fiduciary Net Position are presented for the fiduciary funds as of and
for the year ended June 30, 2018. These financial statements reflect the resources available

to pay benefits to members, including retirees and beneficiaries, as of year end, as well as the
changes in those resources during the year.

Financial 2018
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Financial Highlights

The combined net position of the defined benefit plans
administered by the System increased by $1.2 billion,
or 4.5 percent. This increase was primarily the result
of investment performance for 2018.

The 2018 rate of return on investments for the defined benefit
plans was 9.48 percent, compared with fiscal year 2017’s rate
of return of 14.96 percent. Domestic, international, and global
equity portfolios returned 14.8 percent, 7.0 percent, and

13.3 percent, respectively, for the year, while the return on
debt securities was 0.8 percent. The rate of return on real
estate investments was 8.9 percent, and the return on the
private equity portfolio was 16.7 percent.

The PERS, MHSPRS, and SLRP defined benefit plans
administered by the System had a Net Pension Liability of
$16.6 billion, $173.3 million, and $3.3 million, respectively.
The ratio of fiduciary net position to total pension liability
was 62.5 percent, 67.2 percent, and 84.7 percent, respectively.

2. NOTES TO THE BASIC FINANCIAL STATEMENTS

The notes to the financial statements provide additional information essential to a full
understanding of the data provided in the basic financial statements. Information in the notes
to the basic financial statements is described as follows:

» Note 1 provides a general description of the System, as well as a concise description
of each of the funds administered by the System. Information regarding employer and
member participation in the pension plans administered by the System also is provided.

» Note 2 provides a summary of significant accounting policies, including the basis of
accounting for each fund type, management’s use of estimates, and other significant
accounting policies.

» Note 3 describes investments, including investing authority and policies, investment
risk discussion and additional information about cash, securities lending, fair value
measurement, and derivatives.

» Note 4 provides a summary of the capital assets of the System, including depreciation
and net holding amounts.

» Note 5 provides information about the net pension liability of employers in the defined
benefit plans administered by the System.

» Note 6 provides information about contributions to the defined benefit plans
administered by the System.

» Note 7 provides information about System employees as members of PERS.

» Note 8 provides information regarding GASB Statement 75, Accounting and Financial
Reporting for Postemployment Benefits Other Than Pensions.

3. REQUIRED SUPPLEMENTARY INFORMATION

The required supplementary information consists of the schedule of changes in the net pension
liability and related ratios, schedules of employer contributions, the schedule of investment
returns, and related notes concerning accounting and financial reporting information for the
defined benefit pension plans administered by the System.

4. OTHER SUPPLEMENTARY SCHEDULES

Other schedules include detailed information on administrative expenses incurred by the System,
investment and other professional service expenses incurred, as well as the balances due to
individual municipal retirement plans. Also included is the statement of changes for the FBCP.
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Financial Analysis

of the Systems:

Defined Benefit Plans

DEFINED BENEFIT
PLANS INVESTMENT
RATES OF RETURN BY

INVESTMENT TYPE

-FISCAL YEAR 2018 -

PRIVATE EQUITY

US EQUITY

GLOBAL EQUITY

REAL ESTATE
INTERNATIONAL EQUITY

CASH & EQUIVALENTS

DEBT SECURITIES

16.7%

14.8%

13.3%

8.9%

7.0%

1.4%

0.8%

INVESTMENTS

The investment assets of the defined benefit plans administered by the System are combined in

a commingled investment pool as authorized by state statute. Each plan owns an equity position
in the pool and receives a proportionate investment allocation of income or loss from the pool in
accordance with its respective ownership percentage. Each plan’s allocated share of each type of
investment in the pool is shown in the Statement of Fiduciary Net Position. Investment gains or
losses are reported in the Statement of Changes in Fiduciary Net Position. The rate of return on
investments is therefore approximately the same for each of the plans.

TOTAL SYSTEM INVESTMENTS

At June 30, 2018, the System’s total investments, before securities lending activities, approximated
$28.3 billion, an increase of $1.7 billion from fiscal year 2017. The combined investment portfolio
experienced a return of 9.48 percent compared with a median large public plan, which is Callan
Associates Public Funds > $10 billion median, return of 8.9 percent. Investment results over time
compared with the System's benchmarks are presented on page 89 in the Investment Section.

SHORT-TERM SECURITIES
At June 30, 2018, the System held $860 million in short-term investments, which is an increase
of $557 million from 2017 holdings. Short-term investments returned 1.4 percent for the year.

DEBT SECURITIES

At June 30, 2018, the System held $5.6 billion in debt securities, an increase of $602 million
over fiscal year 2017. Debt securities returned 0.8 percent compared with the System'’s custom
benchmark return of 0.0 percent.

EQUITY SECURITIES

At June 30, 2018, the System held $16.9 hillion in US, international, and global equity securities,
an increase of $72 million from fiscal year 2017. US, international, and global equity securities
had returns of 14.8 percent, 7.0 percent, and 13.3 percent, respectively. The System's custom
benchmark return for domestic equity securities was 15.0 percent, while the international
securities custom benchmark returned 8.4 percent. The global securities custom benchmark
used by the System posted a return of 11.1 percent.

PRIVATE EQUITY

The private equity asset class, totaling $2.1 billion, posted a return of 16.7 percent. Private equities
are investments in operating companies, typically accessed through limited partnerships, which
provide a differentiated return stream and diversification. This asset class is generally managed

for long-term gains, where returns and asset value take time to develop. The System’s benchmark
return was 17.4 percent. The System began investing in private equities in fiscal year 2008.

REAL ESTATE

The real estate portfolio is divided between core commingled and value-added fund investments
that directly invest in properties. The System also invests in managed portfolios of Real Estate
Investment Trusts (REITs), which are exchange-traded securities that provide indirect exposure
to real estate properties and real estate management companies. At June 30, 2018, combined
holdings totaled $2.8 billion, an increase of $204 million over 2017. The System'’s real estate
portfolio experienced a return of 8.9 percent on the total real estate portfolio. The System’s
benchmark saw a return of 7.2 percent for the year ended June 30, 2018.

SECURITIES LENDING

The System earns additional investment income by lending investment securities to broker-dealers.
This is done on a pooled basis by the System’s custodial bank, Bank of New York Mellon (BNYM).
The broker-dealers provide collateral to BNYM and generally use the borrowed securities to cover
short sales and failed trades for their clients. BNYM invests cash collateral to earn interest. For the
2018 fiscal year, net securities lending income to the System amounted to $17.2 million, a decrease
of $5.2 million from fiscal year 2017.

Financial 2018
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Analysis of
Individual Systems

DEFINED BENEFIT
PLANS ASSET ALLOCATION
AT FAIR VALUE
-JUNE 30, 2018 -

EQUITIES

20.3%
DEBT
SECURITIES

10.1%
REAL
ESTATE

7.6%
PRIVATE
EQUITY

1.0%
CASH
& EQUIVALENTS

PUBLIC EMPLOYEES’ RETIREMENT SYSTEM

PERS is a defined benefit cost-sharing plan that provides retirement benefits to all eligible

state of Mississippi public employees, public education employees, other public employees
whose employers have elected to participate, and elected members of the state Legislature and
President of the Senate. Benefits of the plan are funded by member and employer contributions
and by earnings on investments. Net position restricted for pension benefits at June 30, 2018,
amounted to $27.8 billion, an increase of $1.2 billion (4.6 percent) compared to June 30, 2017.

Additions to PERS' net position restricted for benefits include employer and member
contributions and investment income. For the 2018 fiscal year, employer and member
contributions were $1.6 billion and were consistent with the prior year. PERS recognized net
investment income of $2.4 billion for the 2018 fiscal year, compared with net investment
income of $3.4 billion for the 2017 fiscal year.

Deductions from PERS' net position restricted for pension benefits primarily include retirement
and beneficiary benefits, as well as administrative expenses. For the 2018 fiscal year, benefit
payments amounted to $2.6 billion, an increase of $132.0 million (5.3 percent) over the 2017
fiscal year. The increase in benefit payments was due to an increase in the number of benefit
recipients. For the 2018 fiscal year, the cost of administering the System amounted to

$16.9 million.

At June 30, 2018, PERS employers' total pension liability was $44.4 billion. The plan fiduciary
net position was $27.8 billion, resulting in a net pension liability of $16.6 billion. The plan
fiduciary net position as a percentage of the total pension liability was 62.5 percent using
Governmental Accounting Standards Board (GASB) Statement No. 67, Financial Reporting
for Pension Plans, measurements.

MISSISSIPPI HIGHWAY SAFETY PATROL RETIREMENT SYSTEM

MHSPRS provides retirement benefits to sworn officers of the Mississippi Highway Safety Patrol.
Benefits of the plan are funded by member and employer contributions and by earnings

on investments. MHSPRS' net position restricted for pension benefits at June 30, 2018,
amounted to $354.2 million, an increase of $12.5 million (3.6 percent) from $341.7 million

at June 30, 2017.

Additions to MHSPRS' net position restricted for pension benefits include employer and
member contributions and investment income. For the 2018 fiscal year, employer and member
contributions were $17.4 million, an increase of $443 thousand (2.6 percent) over 2017.
Motor vehicle fees of $2.9 million and driver’s license reinstatement fees of $634 thousand
were added to 2018 employer contributions. MHSPRS recognized net investment income

of $27.7 million for the 2018 fiscal year compared with net investment income of $44.5 million
for 2017.

Deductions from MHSPRS' net position restricted for pension benefits primarily include
retirement and beneficiary benefits and administrative fees. For the 2018 fiscal year,

benefit payments amounted to $32.3 million, an increase of $1.3 million (4.2 percent)

over the 2017 fiscal year. Although the number of retirees remained relatively constant, some
newly retired members had higher benefits than those who were deceased during the period.
For the 2018 fiscal year, MHSPRS transferred $250 thousand to PERS to offset the cost

of administration, an increase of $47 thousand (23.2 percent) over 2017.

At June 30, 2018, MHSPRS employers' total pension liability was $527.4 million. The plan
fiduciary net position was $354.2 million, resulting in a net pension liability of $173.3 million.
The plan fiduciary net position as a percentage of the total pension liability was 67.2 percent
using GASB Statement No. 67 measurements.
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MUNICIPAL RETIREMENT SYSTEMS

Two municipal retirement plans and 17 fire and police disability and relief plans comprise
MRS, all of which are closed to new members. Seventeen of these separate plans provide
retirement benefits to municipal employees, fire fighters, and police officers who were not
already members of PERS and who were hired prior to July 1, 1976. Membership in the other
two plans was extended until July 1, 1987. All active employees have retired from 14 of the
municipal plans. The financial positions of MRS plans have been aggregated for financial
reporting purposes. Individual plan information is included with the specific municipality’s
annual financial report. Benefits of MRS are funded by employer and member contributions and
by earnings on investments. The aggregated plan’s net position restricted for pension benefits
at June 30, 2018, amounted to $154.3 million, a decrease of $4.3 million (2.7 percent) from
$158.6 million at June 30, 2017.

Additions to MRS’ net position restricted for pension benefits consist of employer and

member contributions and investment income. For the 2018 fiscal year, employer and member
contributions of $17.6 million were $128 thousand (0.1 percent) less than contributions of $17.8
million received in fiscal year 2017. MRS employer contributions are funded through taxes levied
on assessed properties. In a closed plan, the number of active members decreases as they retire
and the number of retirees decreases due to mortality. These factors lead to both lower total
contributions and lower total benefits. MRS recognized net investment income of $12.0 million
for the 2018 fiscal year compared with net investment income of $20.6 million for the 2017
fiscal year.

Deductions from MRS’ net position restricted for pension benefits include retirement and
beneficiary benefits and administrative fees. For the 2018 fiscal year, benefit payments
amounted to $33.6 million, a decrease of $466 thousand (1.4 percent) from the 2017 fiscal
year. For the 2018 fiscal year, MRS transferred $353 thousand to PERS to offset the cost of
administration, compared to $355 thousand transferred for fiscal year 2017.

Under the provisions of GASB Statement No. 67, agent multiple employer plans such as MRS
apply the measurements and recognition of net pension liability at the individual plan level
for each municipal and fire and police retirement plan administered. Therefore, aggregate
information for MRS related to the net pension liability has not been presented.

Financial 2018
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SUPPLEMENTAL LEGISLATIVE RETIREMENT PLAN

SLRP provides supplemental retirement benefits to all elected members of the state Legislature
and President of the Senate. Benefits of the plan are funded by member and employer
contributions and by earnings on investments. The plan’s net position restricted for pension
benefits at June 30, 2018, amounted to $18.0 million, an increase of $694 thousand

(4.0 percent) from June 30, 2017.

Additions to SLRP’s net position restricted for pension benefits include employer and member
contributions and investment income. For the 2018 fiscal year, employer and member
contributions were $720 thousand, a decrease of $14 thousand (1.9 percent) from those of
fiscal year 2017. SLRP recognized net investment income of $1.4 million for the 2018 fiscal year,
compared with a net investment income of $2.3 million for the 2017 fiscal year.

Deductions from SLRP’s net position restricted for pension benefits primarily include retirement
and beneficiary benefits, as well as administrative fees. For the 2018 fiscal year, benefit
payments amounted to $1.4 million and were consistent with the prior year. For the 2018 fiscal
year, SLRP transferred $10 thousand to PERS to offset the cost of administration, the same
amount as for fiscal year 2017.

At June 30, 2018, the SLRP employers' total pension liability was $21.3 million. The plan
fiduciary net position was $18.0 million, resulting in a net pension liability of $3.3 million.
The plan fiduciary net position as a percentage of the total pension liability was 84.7 percent
using GASB Statement No. 67 measurements.
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NET POSITION—DEFINED BENEFIT PLANS

-JUNE 30, 2018 -

[in thousands]

PERS MHSPRS MRS
Assets: 2018 2017 2018 2017 2018 2017
CASH, CASH EQUIVALENTS,
& RECEIVABLES 91,344,483  $1,367,302 $16,108 $16,715 $7,459 $8,072
INVESTMENTS AT
FAIR VALUE 27,752,380 26,081,868 355,406 337,000 154,394 156,040
INVESTED SECURITIES
LENDING COLLATERAL 3,467,997 2,902,799 40,382 37,590 17,542 17,405
CAPITAL ASSETS 22,455 26,865 - - - -
TOTAL ASSETS 32,587,315 30,378,834 411,896 391,305 179,395 181,517
Liabilities:
INVESTMENT ACCOUNTS
2 OTHER PAYABLES 1,428,953 937,471 18,194 12,054 7,931 5,569
SECURITIES LENDING LIABILITY 3,395,172 2,898,266 39,533 37,532 17,174 17,378
TOTAL LIABILITIES 4,824,125 3,835,737 57,727 49,586 25,105 22,947
TOTALNETPOSITION = $27,763,190 $26,543,097 $354,169 $341,719 $154,290 $158,570
CHANGES IN NET POSITION—DEFINED BENEFIT PLANS
- YEAR ENDED JUNE 30, 2018 -
[in thousands]
PERS MHSPRS MRS
Additions: 2018 2017 2018 2017 2018 2017
CONTRIBUTIONS ~ $1,588,970 $1,589,150 $17,399 $16,956 $17,635 $17,763
INVESTMENT INCOME 2,385,913 3,436,144 27,719 44,499 12,042 20,605
OTHER ADDITIONS 664 604 - = - =
TOTAL ADDITIONS 3,975,547 5,025,898 45,118 61,455 29,677 38,368
Deductions:
PENSION BENEFITS 2,609,415 2,477,914 32,315 31,001 33,604 34,070
REFUNDS 124,306 113,707 103 144 - -
ADMINISTRATIVE &
OTHER DEDUCTIONS 21,733 26,196 250 203 353 355
TOTAL DEDUCTIONS 2,755,454 2,617,817 32,668 31,348 33,957 34,425
INCREASE/(DECREASE)  $1,220,093  $2,408,081  $12,450 $30,107 $(4,280) $3,943
Financial 2018 -



Assets:

CASH, CASH EQUIVALENTS,
& RECEIVABLES

INVESTMENTS AT
FAIR VALUE

INVESTED SECURITIES
LENDING COLLATERAL

CAPITAL ASSETS
TOTAL ASSETS
Liabilities:

INVESTMENT ACCOUNTS
& OTHER PAYABLES

SECURITIES LENDING LIABILITY
TOTAL LIABILITIES

TOTAL NET POSITION

Additions:

CONTRIBUTIONS
INVESTMENT INCOME
OTHER ADDITIONS

TOTAL ADDITIONS

Deductions:

PENSION BENEFITS

REFUNDS

ADMINISTRATIVE &
OTHER DEDUCTIONS

TOTAL DEDUCTIONS

INCREASE /(DECREASE)
IN NET POSITION

NET POSITION—DEFINED BENEFIT PLANS (CONTINUED)
-JUNE 30, 2018 -

[in thousands]
TOTAL DEFINED BENEFIT TOTAL PERCENT

SLRP ELIMINATIONS PENSION PLANS CHANGE
2018 2017 2018 2017 2018 2017
$798 $819 $- $- $1,368,848  $1,392,908 (1.73)%
18,123 17,140 - - 28,280,303 26,592,048 6.35
2,059 1,912 - - 3,527,980 2,959,706 19.20
- - - - 22,455 26,865 (16.42)
20,980 19,871 - - 33,199,586 30,971,527 7.19
928 620 - - 1,456,006 955,714 52.35
2,016 1,909 - - 3,453,895 2,955,085 16.88
2,944 2,529 - - 4,909,901 3,910,799 25.55
$18,036 $17,342 $- $- $28,289,685 $27,060,728 4.54%

CHANGES IN NET POSITION—DEFINED BENEFIT PLANS (CONTINUED)
- YEAR ENDED JUNE 30, 2018 -

[in thousands]
TOTAL DEFINED BENEFIT TOTAL PERCENT

SLRP ELIMINATIONS PENSION PLANS CHANGE
2018 2017 2018 2017 2018 2017
$720 $734 $- $- $1,624,724  $1,624,603 0.01%
1,412 2,264 - - 2,427,086 3,503,512 (30.72)
= = (613) (568) 51 36 41.67
2,132 2,998 (613) (568) 4,051,861 5,128,151 (20.99)
1,410 1,397 - - 2,676,744 2,544,382 5.20
18 17 - - 124,427 113,868 9.27
10 10 (613) (568) 21,733 26,196 (17.04)
1,438 1,424 (613) (568) 2,822,904 2,684,446 5.16
$694 $1,574 $- $- $1,228,957  $2,443,705 (49.71)%

REQUESTS FOR INFORMATION
This financial report is designed to provide a general overview of the finances of the System. Questions concerning
any of the information provided in this report or requests for additional financial information should be addressed to:

Public Employees' Retirement System of Mississippi
Accounting Department

429 Mississippi Street

Jackson, MS 39201-1005
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PUBLIC EMPLOYEES’ RETIREMENT SYSTEM OF MISSISSIPPI
STATEMENT OF FIDUCIARY NET POSITION
-JUNE 30, 2018 -

[in thousands]

PERS MHSPRS MRS SLRP
ASSETS
CASH & CASH EQUIVALENTS $715,266 $9,094 $4,260 $457
Receivables:
EMPLOYER 67,419 317 267 -
MEMBER 37,710 - 2 -
INVESTMENT PROCEEDS 427,821 5,479 2,380 279
INTEREST & DIVIDENDS 95,148 1,218 529 62
OTHER RECEIVABLES 1,119 - 21 -
TOTAL RECEIVABLES 629,217 7,014 3,199 341
Investments, at Fair Value:
SHORT-TERM INVESTMENTS 843,728 10,805 4,694 551
LONG-TERM DEBT SECURITIES 5,512,291 70,592 30,666 3,600
EQUITY SECURITIES 16,604,151 212,638 92,373 10,843
PRIVATE EQUITY 2,015,491 25,811 11,213 1,316
REAL ESTATE INVESTMENTS 2,776,719 35,560 15,448 1,813
BEFORE LENDING ACTIVITIES 27,752,380 355,406 154,394 18,123
Securities Lending:
SHORT-TERM INVESTMENTS 1,049,175 12,217 5,307 623
LONG-TERM DEBT SECURITIES 2,418,822 28,165 12,235 1,436
TOTAL SECURITIES LENDING 3,467,997 40,382 17,542 2,059
TOTAL INVESTMENTS 31,220,377 395,788 171,936 20,182
N ACCUMULATED DEPRECIATION 22,455 - - -
TOTAL ASSETS 32,587,315 411,896 179,395 20,980
LIABILITIES
o e e 1,428,953 18,194 7,931 928
i 3,395,172 39,533 17,174 2,016
FUNDS HELD FOR OTHERS - - - -
TOTAL LIABILITIES 4,824,125 57,727 25,105 2,944
N R PENSION BENCEITS  $27,763,190 $354,169 $154,290 $18,036

The accompanying notes are an integral part of these basic financial statements.

Financial 2018 -30-



ASSETS

CASH & CASH EQUIVALENTS
Receivables:

EMPLOYER

MEMBER

INVESTMENT PROCEEDS
INTEREST & DIVIDENDS

OTHER RECEIVABLES

PUBLIC EMPLOYEES’ RETIREMENT SYSTEM OF MISSISSIPPI
STATEMENT OF FIDUCIARY NET POSITION (CONTINUED)
-JUNE 30, 2018 -

[in thousands]

TOTAL DEFINED
BENEFIT PENSION AGENCY TOTAL
PLANS FUNDS 2018

$729,077 $23 $729,100

68,003 - 68,003

37,712 - 37,712

435,959 - 435,959

96,957 - 96,957

1,140 - 1,140

Investments, at Fair Value:
SHORT-TERM INVESTMENTS
LONG-TERM DEBT SECURITIES
EQUITY SECURITIES

PRIVATE EQUITY

REAL ESTATE INVESTMENTS

859,778 = 859,778
5,617,149 - 5,617,149
16,920,005 = 16,920,005
2,053,831 - 2,053,831
2,829,540 = 2,829,540

Securities Lending:

SHORT-TERM INVESTMENTS

LONG-TERM DEBT SECURITIES

1,067,322 = 1,067,322

2,460,658 - 2,460,658

CAPITAL ASSETS, AT COST, NET OF
ACCUMULATED DEPRECIATION

22,455 - 22,455

LIABILITIES
ACCOUNTS PAYABLE
& ACCRUED EXPENSES

OBLIGATIONS UNDER
SECURITIES LENDING

FUNDS HELD FOR OTHERS

1,456,006 15 1,456,021
3,453,895 - 3,453,895
= 8 8

The accompanying notes are an integral part of these basic financial statements.

=8l =
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PUBLIC EMPLOYEES’ RETIREMENT SYSTEM OF MISSISSIPPI
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
- FOR THE YEAR ENDED JUNE 30, 2018-

[in thousands]
PERS MHSPRS MRS SLRP ELIMINATIONS
ADDITIONS
Contributions:
EMPLOYER $1,018,163 $15,128 $17,610 $513 $-
MEMBER 570,807 2,271 25 207 -

TOTAL CONTRIBUTIONS

Net Investment Income:
NET APPRECIATION IN FAIR VALUE 1,912,575 22,269 9,674 1,136 =
INTEREST & DIVIDENDS 560,148 6,460 2,806 329 -

TOTAL BEFORE LENDING ACTIVITIES

Securities Lending:

NET DEPRECIATION IN FAIR VALUE (2,839) (33) (14) (2) -

INTEREST 64,549 752 327 38 -

PROGRAM FEES (44,851) (522) (227) (27) -

MANAGERS' FEES & TRADING COSTS (103,669) (1,207) (524) (62) -
NET INVESTMENT INCOME
Other Additions:

ADMINISTRATIVE FEES 613 - - - (613)

OTHER

TOTAL OTHER ADDITIONS

TOTAL ADDITIONS

DEDUCTIONS
RETIREMENT ANNUITIES 2,609,415 32,315 33,604 1,410 =

REFUNDS TO TERMINATED EMPLOYEES 124,306 103 - 18 -

TOTALS

Administrative Expenses:
PERSONAL SERVICES:

SALARIES, WAGES, & FRINGE BENEFITS 9,737 - - - -
PERSONAL SERVICES: 65
TRAVEL & SUBSISTENCE - - - -
CONTRACTUAL SERVICES 6,792 - - - -
COMMODITIES 283 - - - -
DEPRECIATION 4,856 = = = =
ADMINISTRATIVE FEES - 250 353 10 (613)

TOTAL DEDUCTIONS
NET INCREASE/(DECREASE)

NET POSITION RESTRICTED
FOR PENSION BENEFITS

BEGINNING OF YEAR

END OF YEAR

The accompanying notes are an integral part of these basic financial statements.
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PUBLIC EMPLOYEES’ RETIREMENT SYSTEM OF MISSISSIPPI
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION (CONTINUED)
- FOR THE YEAR ENDED JUNE 30, 2018-

[in thousands]

TOTAL DEFINED
BENEFIT PENSION
PLANS 2018
ADDITIONS
Contributions:
EMPLOYER $1,051,414
MEMBER 573,310

Net Investment Income:
NET APPRECIATION IN FAIR VALUE 1,945,654

INTEREST & DIVIDENDS 569,743

Securities Lending:

NET DEPRECIATION IN FAIR VALUE (2,888)
INTEREST 65,666
PROGRAM FEES (45,627)

MANAGERS’ FEES & TRADING COSTS (105,462)

Other Additions:
ADMINISTRATIVE FEES -

OTHER 51

DEDUCTIONS
RETIREMENT ANNUITIES 2,676,744

REFUNDS TO TERMINATED EMPLOYEES 124,427

Administrative Expenses:
PERSONAL SERVICES:

SALARIES, WAGES, & FRINGE BENEFITS 9,737
PERSONAL SERVICES: 65

TRAVEL & SUBSISTENCE
CONTRACTUAL SERVICES 6,792
COMMODITIES 283

DEPRECIATION 4,856

ADMINISTRATIVE FEES -

The accompanying notes are an integral part of these basic financial statements.

=88 =
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Public Employees’ Retirement
System of Mississippi
Notes to Basic

Financial Statements
JUNE 30, 2018

Note 1: Plan Description ~ GENERAL
The Public Employees' Retirement System of Mississippi (System) is the administrator of five
fiduciary funds, of which four are pension trust funds and one an agency fund, as listed below.
The System also oversees the Mississippi Deferred Compensation Plan & Trust and the
Optional Retirement Plan, but as explained in Note 2, these plans are not part of the System's
reporting entity.

PLAN NAME TYPE OF PLAN

PUBLIC EMPLOYEES' RETIREMENT : f ; ; )
SYSTEM OF MISSISSIPPI (PERs) ~ Cost-sharing multiple-employer defined benefit pension plan

MISSISSIPPI HIGHWAY SAFETY PATROL Sinal I defined b fit . |
RETIREMENT SYSTEM (MHSPRS) Ingle-employer defined benerit pension plan

MUNICIPAL RETIREMENT SYSTEMS AND FIRE AND c - . .
POLICE DISABILITY AND RELIEF FUND (MRS)* Agent multiple-employer defined benefit pension plan

SUPPLEMENTAL LEGISLATIVE Singl I defined b fit . |
RETIREMENT PLAN (SLRP) Ingle-employer defined benerit pension plan

FLEXIBLE BENEFITS CAFETERIA PLAN (FBCP) ~ Agency

*Closed to new members

The System’s purpose is to provide pension benefits for all state and public education
employees, sworn officers of the Mississippi Highway Safety Patrol, other public employees
whose employers have elected to participate in the System, and elected members of the

state Legislature and the President of the Senate. The System is administered by a 10-member
Board of Trustees that includes the state Treasurer; one gubernatorial appointee who is

a member of PERS; two state employees; two PERS retirees; and one representative each
from public schools and community colleges, state universities, municipalities, and counties.
With the exception of the state Treasurer and the gubernatorial appointee, all members

are elected to staggered six-year terms by the constitutents they represent.
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Employers:
STATE AGENCIES

STATE UNIVERSITIES

PUBLIC SCHOOLS
COMMUNITY/JUNIOR COLLEGES
COUNTIES

MUNICIPALITIES

OTHER POLITICAL SUBDIVISIONS
TOTAL EMPLOYERS

Members:

ACTIVE VESTED

ACTIVE NONVESTED

TOTAL ACTIVE MEMBERS
INACTIVE VESTED

INACTIVE NONVESTED

TOTAL INACTIVE MEMBERS
RETIREES & BENEFICIARIES
TOTAL RETIRED/INACTIVE MEMBERS

TOTAL MEMBERS
Active Members by Employer:

STATE AGENCIES

STATE UNIVERSITIES

PUBLIC SCHOOLS
COMMUNITY/JUNIOR COLLEGES
COUNTIES

MUNICIPALITIES

OTHER POLITICAL SUBDIVISIONS

TOTAL ACTIVE MEMBERS

A summary of participating employers and members follows:

SUMMARY OF PARTICIPATING EMPLOYERS AND MEMBERS

PERS

107

143
15
82

242

260

858

78,715
71,972
150,687
16,578
52,763
69,341
104,973
174,314

325,001

27,383
17,599
60,952

6,076
13,741
16,168

8,768

150,687

MHSPRS*

406
105
511
40
15
55
725
780

1,291

511

511

*MHSPRS has two reporting entities.
**SLRP has five reporting entities.

MRS

17

17

1,694
1,694

1,698

SLRP**

113
61
174
38
17
55
207
262

436

174

174

TOTAL

109

143
15
82

259

260

877

79,238
72,138
151,376
16,656
52,795
69,451
107,599
177,050

328,426

28,068
17,599
60,952

6,076
13,741
16,172

8,768

151,376

-35-
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MEMBERSHIP AND BENEFIT PROVISIONS

(1) Public Employees’ Retirement System of Mississippi

Membership in PERS is a condition of employment granted upon hiring for qualifying employees
and officials of the state of Mississippi (the State), state universities, community and junior
colleges, and teachers and employees of the public school districts. For those persons employed
by political subdivisions and instrumentalities of the State, membership is contingent upon
approval of the entity’s participation in PERS by the System's Board of Trustees. If approved,
membership for the entity’s employees is a condition of employment and eligibility is granted

to those who qualify upon hiring. Members and employers are statutorily required to contribute
certain percentages of salaries and wages as specified by the Board of Trustees. A member who
terminates employment from all covered employers and who is not eligible to receive monthly
retirement benefits may request a full refund of his or her accumulated member contributions
plus interest. Upon withdrawal of contributions, a member forfeits service credit represented

by those contributions.

Participating members who are vested and retire at or after age 60 or those who retire
regardless of age with at least 30 years of creditable service (25 years of creditable service

for employees who became members of PERS before July 1, 2011) are entitled, upon application,
to an annual retirement allowance payable monthly for life in an amount equal to 2.0 percent
of their average compensation for each year of creditable service up to and including 30 years
(25 years for those who became members of PERS before July 1, 2011), plus 2.5 percent for
each additional year of creditable service with an actuarial reduction in the benefit for each
year of creditable service below 30 years or the number of years in age that the member is
below 65, whichever is less. Average compensation is the average of the employee’s earnings
during the four highest compensated years of creditable service. A member may elect a reduced
retirement allowance payable for life with the provision that, after death, a beneficiary receives
benefits for life or for a specified number of years. Benefits vest upon completion of eight years
of membership service (four years of membership service for those who became members of
PERS before July 1, 2007). PERS also provides certain death and disability benefits. In the event
of death prior to retirement of any member whose spouse and/or children are not entitled to a
retirement allowance, the deceased member's accumulated contributions and interest are paid
to the designated beneficiary.

A Cost-of-Living Adjustment (COLA) payment is made to eligible retirees and beneficiaries.
The COLA is equal to 3.0 percent of the annual retirement allowance for each full fiscal year
of retirement up to the year in which the retired member reaches age 60 (55 for those who
became members of PERS before July 1, 2011), with 3.0 percent compounded for each
fiscal year thereafter. For the year ended June 30, 2018, the total COLA payments for PERS
were $650,465,578.

Plan provisions and the Board of Trustees" authority to determine contribution rates are
established by Miss. Code Ann. § 25-11-1 et seq., (1972, as amended) and may be amended
only by the Mississippi Legislature.

(2) Mississippi Highway Safety Patrol Retirement System

Membership in MHSPRS is a condition of employment granted upon hiring for all officers of the
Mississippi Highway Safety Patrol who have completed a course of instruction in an authorized
highway patrol training school on general law enforcement and who serve as sworn officers
of the highway patrol in the enforcement of the laws of the state of Mississippi. Members and
employers are statutorily required to contribute certain percentages of salaries and wages as
specified by the Administrative Board of MHSPRS. Participating members who withdraw from
service at or after age 55 with at least five years of membership service, or after reaching age
45 with at least 20 years of creditable service, or with 25 years of service at any age,

are entitled, upon application, to an annual retirement allowance payable monthly for life in
an amount equal to 2.5 percent of average compensation during the four highest consecutive
years of earnings, with an actuarial reduction in the benefit for each year below age 55 or for
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each year under 25 years of service, whichever is less. MHSPRS also provides certain death and
disability benefits. In the event of death prior to retirement of any member whose spouse and/
or children are not entitled to a retirement allowance, the deceased member’s accumulated
contributions and interest are paid to the designated beneficiary. A member who terminates
employment from the highway patrol and who is not eligible to receive monthly retirement
benefits may request a full refund of his or her accumulated employee contributions plus
interest. Upon withdrawal of contributions, a member forfeits service credit represented by
those contributions.

A COLA payment is made to eligible retirees and beneficiaries. The COLA is equal to

3.0 percent of the annual retirement allowance for each full fiscal year of retirement

up to the year in which the retired member reaches age 60, with 3.0 percent compounded
for each fiscal year thereafter. For the year ended June 30, 2018, the total COLA payments
for MHSPRS were $9,979,884.

Plan provisions and the Administrative Board's authority to determine contribution rates
for MHSPRS are established by Miss. Code Ann. § 25-13-1 et seq., (1972, as amended)
and may be amended only by the Mississippi Legislature.

(3) Municipal Retirement Systems

Membership in the two general municipal employee plans and the 17 fire and police disability
and relief systems under MRS was granted to all municipal employees, fire fighters, and police
officers who were not already members of PERS and who were hired prior to July 1, 1976.

Two fire and police plans elected to extend the eligibility period for membership to July 1, 1987.
AII'MRS plans were closed to new members by July 1, 1987. Eligible employees hired after

July 1, 1987, automatically become members of PERS. Members covered by MRS are required
to contribute varying amounts of their salary, depending on the actuarial soundness of their
respective plans. Each employer contributes the remaining amounts necessary to finance
participation of its own employees in MRS.

Regardless of age, participating employees who retire with at least 20 years of membership
service are entitled to an annual retirement allowance payable monthly for life in an amount
equal to 50.0 percent of their average monthly compensation and to an additional 1.7 percent
for each year of creditable service beyond 20 years, not to exceed 66.67 percent of average
monthly compensation, except as may otherwise be provided through local and private
legislation. Average monthly compensation for the MRS plans is the monthly average for

the last six months of service. Certain participating employers provide a minimum monthly
retirement allowance. Benefits vest upon reaching 20 years of membership service. MRS plans
also provide certain death and disability benefits. Members who terminate employment from
all covered employers and are not eligible to receive monthly retirement benefits may request
a full refund of employee contributions. Members covered by MRS do not receive interest

on their accumulated contributions. Upon withdrawal of contributions, a member forfeits
service credit represented by those contributions.

The retirees and beneficiaries of MRS plans with provisions for COLAs who are receiving a
retirement allowance on July 1 of each fiscal year may be entitled to a COLA. This payment

is equal to the annual percentage change of the Consumer Price Index (CPI) but not to exceed
2.5 percent of the annual retirement allowance for each full fiscal year of retirement.

Certain MRS plans may adopt a COLA other than one linked to the change in the CPI.

These additional payments will be made only when funded by the employers. For the year
ended June 30, 2018, the total COLAs for MRS plans were $5,522,317.

Plan provisions are established by Miss. Code Ann. § 21-29-1 et seq., Articles 1, 3, 5, and 7,
(1972, as amended), and annual local and private legislation. Statutes may be amended only
by the Mississippi Legislature.
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(4) Supplemental Legislative Retirement Plan

Membership in SLRP is composed of all elected members of the state Legislature and

the President of the Senate. This plan is designed to supplement the provisions of PERS.
Those serving when SLRP became effective July 1, 1989, had 30 days to waive membership
in SLRP. Those elected after July 1, 1989, automatically become members of SLRP.
Members and employers are statutorily required to contribute certain percentages

of salaries and wages as specified by the Board of Trustees.

The retirement allowance is 50.0 percent of an amount equal to the retirement allowance
payable by PERS, determined by creditable service as an elected senator or representative
in the state Legislature or as President of the Senate. Benefits vest upon completion of the
requisite number of membership service years in PERS. SLRP also provides certain death
and disability benefits. In the event of death prior to retirement of any member whose
spouse and/or children are not entitled to a retirement allowance, the deceased member’s
accumulated contributions and interest are paid to the designated beneficiary. A member
who terminates legislative employment and who is not eligible to receive monthly retirement
benefits may request a full refund of his or her accumulated employee contributions plus
interest. Upon withdrawal of contributions, a member forfeits service credit represented
by those contributions.

Retirees and beneficiaries of SLRP may receive COLAs calculated identically to PERS retirees
and beneficiaries. For the year ended June 30, 2018, the total COLAs for SLRP were $322,893.

Plan provisions and the Board of Trustees’ authority to determine contribution rates for SLRP
are established by Miss. Code Ann. § 25-11-301 et seq., (1972, as amended) and may be
amended only by the Mississippi Legislature.

(5) Flexible Benefits Cafeteria Plan—Agency Fund

Miss. Code Ann. § 25-17-3 (1972, as amended) authorizes any state agency to adopt a benefit
plan that meets the requirements of a cafeteria plan as defined in § 1-25 et seq. of the Internal
Revenue Code of 1954, and regulations there under, for the benefit of eligible employees

and their dependents. The FBCP was established as an agency fund to account for transactions
related to those employees of the System who participate in the cafeteria plan.

(6) Annual Budget

Annual budgets are legally adopted for the administrative expenditure portion of the System’s
operations and are funded by earnings of the System. Our operating budget request for the
upcoming fiscal year is prepared in conjunction with a review of our strategic long-range plan.
A budget request is approved by the Board of Trustees and submitted to the state Legislature,
which legally enacts the budget in the form of an appropriation bill during the subsequent
legislative session. Changes may be made in budget categories, consistent with legislative
authority, with approval of the Mississippi Department of Finance and Administration.
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Note 2: Summary of Significant ~ FINANCIAL REPORTING ENTITY

Accounting Policies The reporting entity for the System consists of four defined benefit pension trust funds and
one agency fund. The defined benefit pension trust funds are PERS, MHSPRS, MRS, and SLRP.
These financial statements are included in the financial statements of the state of Mississippi.
The agency fund is the FBCP. Defined benefit pension trust fund plans of the System are
included in the System’s reporting entity due to their financial relationships. Although the plans
are legally separate within the System, they are reported as if they were part of the System
because the governing boards of each are substantially identical. The System is considered a
component unit of the state of Mississippi reporting entity in accordance with Governmental
Accounting Standards Board (GASB) 14, The Financial Reporting Entity, as amended by
GASB 39 and GASB 61.

MDC is a savings plan organized in accordance with IRC § 457 and is established or may

be amended under Miss. Code Ann. § 25-14-1 et seq. Eligible participants are any persons —
whether appointed, elected, or under contract — providing services for the state, state agencies,
counties, municipalities, or other political subdivisions for which compensation is paid.

The plan permits participants to defer a portion of their income. Participants self-direct
investment of their savings through selections from a group of funds managed by professional
investment managers. In 2014, the System contracted with Great West Life and Annuity
Insurance Company - Empower, a third-party administrator for MDC. Because of the change

in administration, MDC is no longer considered part of the System’s financial reporting entity.

Membership of ORP is composed of teachers and administrators of institutions of higher
learning appointed or employed on or after July 1, 1990, who elect to participate in ORP
and reject membership in PERS. Title 25, Article 11 of the Mississippi Code states that the
Board of Trustees of the System will provide for administration of the ORP program.

ORP is not considered part of the System’s financial reporting entity.

MDC and ORP participants direct the investment of their funds among investment managers
and vendors. Benefits payable to participants of MDC and ORP are not obligations of the
state of Mississippi. Such benefits and other rights of participants or their beneficiaries

are the liability of the managers and vendors and are governed solely by the terms of the
agreements issued by them.

BASIS OF PRESENTATION — FUND ACCOUNTING

Fiduciary funds are used to account for assets held by the System in a trustee capacity

or as an agent. Fiduciary funds include PERS, MHSPRS, MRS, and SLRP pension trust funds.
Agency funds are custodial in nature and do not involve measurement of results of operations.
FBCP is accounted for as an agency fund.

BASIS OF ACCOUNTING

PERS, MHSPRS, MRS, and SLRP use the accrual basis of accounting and the economic resources
measurement focus. Member and employer contributions are recognized as revenue when due
pursuant to legal requirements; investment income is recognized when earned. Benefits and
refunds are recognized when due and payable in accordance with the terms of the plan.

Other expenses are recognized when incurred.
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INVESTMENTS

Investments are reported at fair value. Securities traded on a national or international exchange
are valued at the last reported sales price at current exchange rates. Corporate bonds are
valued based on yields currently available on comparable securities from issuers of similar credit
ratings. Mortgage securities are valued on the basis of future principal and interest payments
and are discounted at prevailing interest rates for similar instruments. Short-term investments
are reported at fair value when published prices are available or at cost plus accrued interest,
which approximates fair value. The fair value of commingled real estate funds is based on
independent appraisals, while REITs traded on a national or international exchange are valued
at the last reported sales price at current exchange rates. For individual investments where no
readily ascertainable fair value exists, the System, in consultation with its investment advisors
and custodial bank, has determined the fair values based on cash flows and prices for similar
investments. Security transactions are accounted for on a trade-date basis.

CAPITAL ASSETS

Capital assets used for administering the plans are carried at historical cost (see Note 4).
Depreciation is provided using the straight-line method. The System's policy is to capitalize
all acquisitions of furniture and equipment with a unit cost of $5,000 or more. The following
schedule summarizes estimated useful lives by asset classification:

ASSET CLASSIFICATION  ESTIMATED USEFUL LIFE

BUILDING 40 years
IMPROVEMENTS 20 years

FURNITURE, EQUIPMENT & SOFTWARE 5-15 years
COMPUTER EQUIPMENT 3 years

VEHICLES 3-10 years

ACCUMULATED PERSONAL LEAVE AND MAJOR MEDICAL LEAVE

Miss. Code Ann. § 25-3-97, (1972, as amended) authorizes a lump sum payment for a
maximum of 30 days of accrued personal leave upon termination of employment. No payment
is authorized for accrued major medical leave unless the member presents medical evidence
that his or her physical condition is such that he or she no longer has the capacity to work

in state government. Accumulated personal leave (including fringe benefits) of employees
directly related to the administration of the System is paid from the pension trust funds and

is accrued in the financial statements when earned, up to a maximum of 30 days per member.
The System does not accrue accumulated major medical leave since it is not probable that the
compensation will be paid and since the leave vests only upon termination for medical disability.

USE OF ESTIMATES IN THE PREPARATION OF FINANCIAL STATEMENTS

The preparation of financial statements in conformity with US generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at June 30, 2018, and the reported amounts of additions

to and deductions from net position during the year then ended. Actual results could differ
from those estimates.
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Note 3: Cash, Cash Equivalents, ~ LEGAL PROVISIONS
and Investments  The System is authorized by Miss. Code Ann. § 25-11-121, (1972, as amended)
to invest in the following:

» Bonds, notes, certificates, and other valid general obligations of the State,
or of any county, city, or supervisor's district of any county of the State;

»  School district bonds of the State;

» Notes or certificates of indebtedness issued by the Veterans' Home Purchase
Board of Mississippi;

» Highway bonds of the State;

» Corporate bonds rated by Standard & Poor's Corporation (S&P) or Moody's
Investors Service;

» Short-term obligations of corporations or of wholly-owned subsidiaries of
corporations, whose short-term obligations are rated A-3 or better by S&P or rated
P-3 or better by Moody's. The Board of Trustees has established a policy that further
limits investments of this type to only those corporations whose short-term obligations
are rated A-2 or P-2 by S&P or Moody's, respectively;

» Bonds of the Tennessee Valley Authority;

» Bonds, notes, certificates, and other valid obligations of the United States of America,
or any federal instrumentality that issues securities under authority of an act of Congress
and are exempt from registration with the US Securities and Exchange Commission;

» Bonds, notes, debentures, and other securities issued by any federal instrumentality
and fully guaranteed by the United States of America;

» Bonds, stocks, and convertible securities of established foreign companies that are
listed on primary national stock exchanges of foreign nations and in foreign government
securities. The System is authorized to hedge such transactions through foreign banks
and generally deal in foreign exchange through the use of foreign currency, interbank
forward contracts, futures contracts, options contracts, swaps, and other related
derivative instruments;

» Interest-bearing bonds or notes that are general obligations of any other state
in the United States of America or any city or county therein, provided such city
or county had a population as shown by the most recent federal census of not less than
25,000 inhabitants, and provided that such state, city, or county has not defaulted for
a period longer than 30 days in the payment of principal or interest on any of its general
obligation indebtedness over a period of 10 calendar years immediately preceding
such investment;

» Shares of common and/or preferred stock of corporations created by or existing
under the laws of the United States of America or any state, district, or territory thereof;

» Covered call and put options on securities traded on one or more of the
regulated exchanges;

» Pooled or commingled funds managed by a corporate trustee or by a US Securities and
Exchange Commission-registered investment advisory firm and shares of investment
companies and unit investment trusts registered under the Investment Company Act
of 1940. Such pooled or commingled funds or shares are comprised of common or
preferred stocks, bonds, money market instruments, or other authorized investments;
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ASSET CLASS

EQUITIES: DOMESTIC
EQUITIES: GLOBAL
EQUITIES: INTERNATIONAL
TOTAL OF ALL EQUITIES
DEBT SECURITIES

REAL ESTATE

PRIVATE EQUITY

CASH & EQUIVALENTS

» Pooled or commingled real estate funds or real estate securities managed by a corporate
trustee or by a US Securities and Exchange Commission-registered investment advisory
firm retained as an investment manager by the Board of Trustees of the System; and

» Up to 10.0 percent of the total book value of investments can be types of investments
not specifically authorized by this section, if the investments are in the form of a
separate account managed by a US Securities and Exchange Commission-registered
investment advisory firm retained as an investment manager by the Board; or a limited
partnership or commingled fund.

The System also is authorized by its Board of Trustees to operate a securities lending

program and has contracted with its custodian to reinvest cash collateral received from the
transfer of securities in any investment instrument authorized by Miss. Code Ann. § 25-11-121,
(1972, as amended).

Miss. Code Ann. § 25-11-121 (1972, as amended) requires the System’s Board of Trustees

to determine the degree of collateralization necessary for both foreign and domestic demand
deposits in addition to that which is guaranteed by federal insurance programs. These statutes
also require that, when possible, the types of collateral securing deposits be limited to securities
in which the System itself may invest. The Board of Trustees has established a policy to require
collateral equal to at least 100.0 percent of the amount on deposit in excess of that which

is guaranteed by federal insurance programs to the credit of the System for domestic demand
deposit accounts. No collateral is required for foreign demand deposit accounts, and at

June 30, 2018, the System had no deposits in foreign demand deposit accounts.

In accordance with the System's investment policy, the System's investment consultant conducts
periodic asset/liability allocation studies that include consideration of projected future liabilities
of the System, expected risk, return and correlations for various asset classes, and the System’s
statutory investment restrictions. Asset allocation studies are performed every five years,

or more frequently should significant liability changes occur. A strategic long-term asset
allocation is adopted by the Board of Trustees in conjunction with the study. The Investment
Committee of the Board of Trustees evaluates the actual investment allocation quarterly and
may propose periodic adjustments to the System'’s strategic long-term asset allocation based
on the investment consultant’s recommendations, market conditions, and internal investment
analysis. The following table shows the Board's asset allocation policy applicable for fiscal

year 2018:

TARGET ALLOCATION

27.0%
12.0
22.0
61.0%
20.0
10.0
8.0

1.0
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CASH AND CASH EQUIVALENTS

For cash deposits and cash equivalents, which includes the highly liquid BNYM Government
Short-Term Investment Fund (STIF) and Deposit Reserve Account, custodial credit risk is the risk
that, in the event of a bank failure, the government's deposits may not be returned to it.

Miss. Code Ann. § 25-11-121 (1972, as amended) provides that the deposits of the System

in any US bank shall, where possible, be safeguarded and guaranteed by the posting of bonds,
notes, and other securities as security by the depository. The System'’s Board of Trustees has
formally adopted a short-term investment policy that requires that the fair value of securities
guaranteeing the deposits shall at all times be equal to 100.0 percent of the amount of funds
on deposit.

The amount of the System’s total cash and cash equivalents at June 30, 2018, was $729,077,000.
Cash deposits in bank accounts totaled $30,300,000, which were covered by federal deposit
insurance. At June 30, 2018, the System held $698,777,000 in cash equivalents. Cash equivalents
are created through daily sweeps of excess cash by the System's custodial bank into a
bank-sponsored STIF. This fund is a custodial bank-sponsored commingled fund that is invested

in short-term US government securities and repurchase agreements. The average S&P short-term
quality rating of the fund was A-1 at June 30, 2018.

INVESTMENTS

All of the investment assets are pooled and invested in short-term and long-term debt
securities, public equity securities, private equity, and real estate. These investments are

accounted for as part of the PERS pension trust fund and are allocated to MHSPRS, MRS,
and SLRP based on their equitable interest in the PERS fund.

All'investments are governed by the Board's policy of the prudent person rule. The prudent person
rule establishes a standard for all fiduciaries to act as a prudent person would be expected to act,
with discretion and intelligence, while investing for income and preservation of principal.

Miss. Code Ann. § 25-11-121 (1972, as amended) allows the System to invest up to

10.0 percent of the total portfolio in real estate only via real estate securities and commingled
funds. Direct ownership of real estate assets is prohibited. The portfolio is divided between core
commingled and value-added real estate fund investments, which directly invest in properties,
and in managed portfolios of Real Estate Investment Trusts (REITs). REITs are exchange-traded
securities that provide indirect exposure to real estate properties and real estate management
companies. Fair values of commingled fund properties are based on the most recent
independent appraisal values. Independent appraisal firms, which are Members

of Appraisal Institute (MAV), are required to conduct valuations at least annually.

The annual money-weighted rate of return on the System’s investments is 9.17 percent.

A money-weighted rate of return expresses investment performance, which is net of investment
expense and is adjusted for the changing amounts actually invested. Investment expense is
measured on the accrual basis of accounting, with inputs to the internal rate of return calculation
determined monthly.

The System had no investments in any one organization that represents 5.0 percent or more
of the System's fiduciary net position. Investments issued or explicitly guaranteed by the US
government are excluded from the measurement.
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The following table presents the fair value of investments by type at June 30, 2018 (in thousands):

INVESTMENT TYPE FAIR VALUE

INTERNATIONAL CURRENCY $356,902
REPURCHASE AGREEMENTS 672,392
COMMERCIAL PAPER 476,455

SHORT-TERM ASSET BACKED SECURITIES 650
SHORT-TERM US CORPORATE BONDS 168,774
SHORITERA WS SOIMENT 39,570
SHORT-TERM US TREASURY OBLIGATIONS 189,150
SHORT-TERM SOVEREIGN GOVERNMENT DEBT 23,207
US GOVERNMENT AGENCY OBLIGATIONS 20,853
US TREASURY OBLIGATIONS 960,289
COLLATERALIZED MORTGAGE OBLIGATIONS 549,328
US CORPORATE BONDS 1,780,096

NON-US CORPORATE BONDS 1,252,857

MORTGAGE PASS-THROUGHS 828,119
STATE & LOCAL OBLIGATIONS 47,322
ASSET-BACKED SECURITIES 1,501,462
YANKEE/GLOBAL BONDS 31,000

SOVEREIGN GOVERNMENTS DEBT 1,106,481
DOMESTIC EQUITY SECURITIES 9,483,660
INTERNATIONAL EQUITY SECURITIES 7,436,345
REAL ESTATE 2,829,540

PRIVATE EQUITY 2,053,831

TOTAL $31,808,283

CUSTODIAL CREDIT RISK

For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the pension trust fund will not be able to recover the value of its investment

or collateral securities that are in the possession of an outside party. Investment securities
are exposed to custodial credit risk if the securities are uninsured, are not registered in the
name of the government, and are held by either (a) the counterparty or (b) the counterparty’s
trust department or agent but not in the government’s name. Miss. Code Ann. § 25-11-121
(1972, as amended) requires that all investments be clearly marked as to ownership,

and to the extent possible, shall be registered in the name of the System.

Of the defined benefit pension funds’ $31.8 billion in investments, including securities lending,
at June 30, 2018, $4.9 billion were exposed to custodial credit risk. These are cash collateral
reinvestment securities held in the name of the custodian who acquired them as the lending
agent/counterparty, and the securities on loan for securities collateral that is held in the name
of the lending agent. This is consistent with the System’s securities lending agreement in place
with the custodian.
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The fair value of cash collateral securities purchased and the underlying securities on non-cash
loans as of June 30, 2018, are presented by type below (in thousands):

CASH COLLATERAL SECURITIES FAIR VALUE

COMMERCIAL PAPER $470,956
REPURCHASE AGREEMENTS 429,716
CORPORATE BONDS 1,450,083
ASSET-BACKED SECURITIES 1,177,225
SUBTOTAL 3,527,980

UNDERLYING SECURITIES ON NON-CASH LOANS

DEBT SECURITIES 213,388
EQUITIES 1,122,295

REITS 12,010

SUBTOTAL 1,347,693
TOTAL $4,875,673

INTEREST RATE RISK

Interest rate risk is the risk that changes in interest rates on securities will adversely affect the
fair value of an investment. As of June 30, 2018, the System had the following debt security
investments and maturities:

FAIR VALUE INVESTMENT MATURITIES (IN YEARS)
INVESTMENT TYPE  (INTHOUSANDS) ~ LESS THAN 1 1-5 6-10 MORE THAN 10
ASSET-BACKED SECURITIES $1,502,112 $1,304,424 $126,940 $35,138 $35,610
COLLATERALIZED MORTGAGE OBLIGATIONS 549,328 208,886 15,541 21,945 302,956
COMMERCIAL PAPER 476,455 476,455 - - -
CORPORATE BONDS 3,201,727 1,084,549 1,282,845 432,534 401,799
MORTGAGE PASS-THROUGHS 828,119 73 2,824 6,334 818,888
REPURCHASE AGREEMENTS 672,392 672,392 - - -
SOVEREIGN GOVERNMENTS DEBT 1,129,688 38,814 389,328 446,038 255,508
STATE & LOCAL OBLIGATIONS 47,322 154 14,641 6,459 26,068
US GOVERNMENT AGENCY OBLIGATIONS 60,423 43,263 6,697 394 10,069
US TREASURY OBLIGATIONS 1,149,439 219,931 286,502 323,535 319,471
YANKEE/GLOBAL BONDS 31,000 - 21,646 6,868 2,486
TOTALS $9,648,005 $4,048,941 $2,146,964 $1,279,245 $2,172,855

The System’s investment policy does not limit investment maturities as a means of managing

its exposure to potential fair value losses arising from future changes in interest rates.

Market or interest rate risk is the greatest risk faced by an investor in the debt securities market.
The price of a debt security typically moves in the opposite direction of the change in interest
rates. Derivative securities, variable rate investments with coupon multipliers greater than one,
and securities with long terms to maturity are examples of investments whose fair values may
be highly sensitive to interest rate changes. These securities are reported at fair value in the
Statement of Fiduciary Net Position. Inverse floaters and variable rate investments with coupon
multipliers greater than one are prohibited under the System’s derivatives policy.
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Miss. Code Ann. § 25-11-121 (1972, as amended) provides for the acquisition of derivative
instruments by the System. The System adopted a formal derivatives policy in February 1996
with updates adopted in June 2005. During fiscal year 2018, the investments in derivative
securities by the System were exclusively in asset/liability-based derivatives such as interest-only
(10) strips, collateralized mortgage obligations, and asset-backed securities. The System reviews
fair values of all securities on a monthly basis and prices are obtained from recognized pricing
sources. Derivative securities are held, in part, to maximize yields.

Interest-Only (I0)s and Principal-Only (PO)s are transactions that involve the separation

of the interest and principal components of a security. They are highly sensitive to prepayments
by mortgagors, which may result from a decline in interest rates. The System held 10s valued
at $20.1 million at fiscal year-end. The System’s derivatives policy limits 10 and PO strips

to 3.0 percent of the investment portfolio.

Collateralized mortgage obligations (CMO) are bonds that are collateralized by whole-loan
mortgages, mortgage pass-through securities, or stripped mortgage-backed securities.
Income is derived from payments and prepayments of principal and interest generated from
collateral mortgages. Cash flows are distributed to different investment classes or tranches
in accordance with the CMOQ's established payment order. Some CMO tranches have more
stable cash flows relative to changes in interest rates while others are significantly more
sensitive to interest rate fluctuations. In a declining interest rate environment, some CMOs
may be subject to a reduction in interest payments as a result of prepayments of mortgages
that make up the collateral pool. A reduction in interest payments causes a decline in cash
flows and, thus, a decline in the fair value of the CMO security. Rising interest rates may
cause an increase in interest payments and, thus, an increase in the fair value of the security.
The System held $549.3 million in CMOs at fiscal year end. Of this amount, $49.5 million
were tranches that are highly sensitive to future changes in interest rates. CMO residuals
are prohibited under the System’s derivatives policy.

Asset-backed securities (ABS) are bonds or notes backed by loan paper or accounts receivable
and are originated by banks, credit card companies, or other credit providers. The originator

of the loan or accounts receivable paper sells it to a specially created trust, which repackages

it as securities. Similar to CMOs, asset-backed securities have been structured as pass-throughs
and as structures with multiple bond classes. Of the $1.5 billion in ABS that the System held

at fiscal year end, $79.6 million are highly sensitive to changes in interest rates. ABS, which

are leveraged structures or residual interests, are prohibited by the System's derivatives policy.

At June 30, 2018, the System had invested $828.1 million in mortgage pass-through
securities issued by the Federal National Mortgage Association, Federal Home Loan
Mortgage Corporation, and Government National Mortgage Association. These investments
are moderately sensitive to changes in interest rates because they are backed by mortgage
loans in which the borrowers have the option of prepaying.
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CURRENCY

ARGENTINA PESO
AUSTRALIAN DOLLAR
BRAZIL REAL
CANADIAN DOLLAR
CHILEAN PESO
CHINESE YUAN RENMINBI
COLOMBIAN PESO
CZECH KORUNA
DANISH KRONE
EGYPTIAN POUND
EURO CURRENCY UNIT
HONG KONG DOLLAR
HUNGARIAN FORINT
INDIAN RUPEE
INDONESIAN RUPIAH
ISRAELI SHEKEL
JAPANESE YEN
KENYAN SHILLING
MALAYSIAN RINGGIT
MEXICAN NEW PESO
NEW TAIWAN DOLLAR
NEW ZEALAND DOLLAR
NORWEGIAN KRONE
PAKISTAN RUPEE
PERUVIAN NUEVO SOL
PHILIPPINES PESO
POLISH ZLOTY
POUND STERLING
QATARIRIYAL
ROMANIAN LEU
RUSSIAN RUBLE (NEW)
SINGAPORE DOLLAR
SOUTH AFRICAN RAND
SOUTH KOREAN WON
SWEDISH KRONA
SWISS FRANC
THAILAND BAHT
TURKISH LIRA

UAE DIRHAM
URUGUAYAN PESO

TOTALS

FOREIGN CURRENCY RISK
The System’s exposure to foreign currency risk at June 30, 2018, was as follows (in thousands):

CASH & EQUITIES DEBT TOTAL
EQUIVALENTS & REITS SECURITIES FAIR VALUE PERCENT
$(1,422) $- $2,964 $1,542 0.02%
(13,944) 300,971 8,016 295,043 4.44
(10,249) 99,474 10,130 99,355 1.50
(48,943) 204,552 49,835 205,444 3.09
- 6,606 - 6,606 0.10
18,130 - - 18,130 0.27
(3,853) 1,190 2,178 (485) (0.01)
- 4,128 - 4,128 0.06
(15,606) 110,387 18,104 112,885 1.70
923 - - 923 0.01
(364,652) 1,562,104 358,985 1,556,437 23.44
992 516,037 - 517,029 7.79
= 17,443 = 17,443 0.26
6,871 105,516 - 112,387 1.69
79 51,424 1,226 52,729 0.79
(4,450) 14,597 - 10,147 0.15
(78,564) 1,149,752 85,892 1,157,080 17.43
- 578 - 578 0.01
249 33,519 8,715 42,483 0.64
6,298 58,402 42,360 107,060 1.61
(21,810) 162,878 = 141,068 2.12
(44,344) 22,141 25,600 3,397 0.05
1,533 43,847 - 45,380 0.68
53 9,222 - 9,275 0.14
(23) - 1,292 1,269 0.02
- 15,119 - 15,119 0.23
(1,291) 21,461 1,369 21,539 0.32
(53,471) 951,577 54,083 952,189 14.34
4 2,093 = 2,097 0.03
(3,647) - - (3,647) (0.05)
7,560 4,984 4,588 17,132 0.26
(13,815) 78,551 - 64,736 0.99
(17,858) 146,259 17,871 146,272 2.20
(5,484) 355,055 - 349,571 5.28
(33,732) 144,316 33,760 144,344 2.18
7,941 305,531 - 313,472 472
- 54,735 - 54,735 0.83
78 40,108 - 40,186 0.61
5 49 = 54 =
- - 4,055 4,055 0.06
$(686,442) $6,594,606 $731,023 $6,639,187 100.00%
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INVESTMENT TYPE

ASSET-BACKED SECURITIES
COLLATERALIZED MORTGAGE OBLIGATIONS
COMMERCIAL PAPER

CORPORATE BONDS

MORTGAGE PASS-THROUGHS

REPURCHASE AGREEMENTS

SOVEREIGN GOVERNMENTS DEBT

STATE & LOCAL OBLIGATIONS

US GOVERNMENT AGENCY OBLIGATIONS

YANKEE/GLOBAL BONDS

The System's current investment asset allocation policy was adopted by the Board in April 2013
and became effective in fiscal year 2014. The System’s allocation policy does not limit foreign
currency-denominated investments of the System. The Investment Committee of the Board

of Trustees evaluates the actual investment asset allocation quarterly, in accordance with the
adopted phase-in policy. Based on current market conditions, the Board adjusts the allocation
as necessary.

CREDIT RISK
The System’s exposure to credit risk as of June 30, 2018, was as follows:

EXPOSURE TO CREDIT RISK
-JUNE 30, 2018 -

[in thousands]

QUALITY RATINGS AT FAIR VALUE

AAA AA A BAA BA BBB BB
$1,369201  $42,774  $46396  $9,079  $1,190  $12142  $9,507
267,889 163,982 37,498 16,448 4,294 7,918 8,018
- 45300 382914 - - 2,904 -
107,149 719,579 1165117 587,876 160,803 259219 102,101
- 748152 - - - - -

18,200 477,318 - - - - -

$3,554
12,947
83,699

160,639 167,499 182,092 108,880 109,837 100,666 62,309 176,155

3,375 29,987 10,705 2,734 304 217 -
- 60,423 - - - - -
17,163 11,153 456 2,079 - 149 -

CA

$3
2,900

TOTALS* $1,943,616 $2,466,167 $1,825,178 $727,096 $276,428 $383,215 $181,935 $276,355 $2,903

State law requires a minimum quality rating of A-3 by S&P or P-3 by Moody's for

corporate short-term obligations. This law also requires corporate and taxable municipal
bonds to be of investment grade as rated by S&P or Moody's. The PERS Board of Trustees
has adopted a short-term investment policy that further restricts commercial paper to be
of corporations with long-term debt to be rated A or better by S&P or Moody's, and whose
short-term obligations are of A-2 or P-2 or better ratings by S&P and Moody's, respectively.
This applies to all short-term investments of the System.
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EXPOSURE TO CREDIT RISK (CONTINUED)
-JUNE 30, 2018 -

[in thousands]

QUALITY RATINGS AT FAIR VALUE

CAA

ASSET-BACKED SECURITIES G-
COLLATERALIZED MORTGAGE OBLIGATIONS 6,171
COMMERCIAL PAPER -

CORPORATE BONDS 7,778

MORTGAGE PASS-THROUGHS -

REPURCHASE AGREEMENTS -

SOVEREIGN GOVERNMENTS DEBT 8,446
STATE & LOCAL OBLIGATIONS -

US GOVERNMENT AGENCY OBLIGATIONS -
YANKEE/GLOBAL BONDS -

TOTALS* $22,395

CCC CcC C D
$1,284 $-  $14 $-
1,987 112 - -
2,198 534 - 2,480
1,121 - - 2,088
$6,590 $646 $14 $4,568

*In accordance with GASB guidelines, totals exclude US Treasury obligations and GNMA
mortgage pass-throughs due to their explicit guarantee by the US Government:

Short-term US Treasury obligations  $189,150

US Treasury obligations 960,289

GNMA mortgage pass-throughs 79,967

TOTAL $1,229,406
**Not publicly rated

NR**

$6,968
19,164
45,337
3,194
176,874
49,956

$301,493

TOTAL

$1,502,112
549,328
476,455
3,201,727
748,152
672,392
1,129,688
47,322
60,423
31,000
$8,418,599

In addition to the short-term investment policy, a policy adopted for the internally managed
short-term account requires that for any amount above the established core of $30.0 million,
no more than 25.0 percent should be invested in any issue having a rating lower than AA or A1/P1.

Credit risk for derivative securities held by the System results from the same considerations
as other counterparty risk assumed by the System, which is the risk that a borrower will

be unable to meet its obligation. The System's policy requires that the credit quality of the
underlying asset must be rated A or better by Moody's or S&P. The System's lending agent
is permitted to purchase asset-backed securities for the cash collateral fund that are only

AAA rated.
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INVESTMENT DERIVATIVES

The System has adopted GASB Statement No. 53, Accounting and Financial Reporting for
Derivative Instruments. Derivative instruments are financial arrangements used by governments
to manage specific risks or to make investments.

The following table presents the investment derivative instruments outstanding as of
June 30, 2018 (in thousands), as reported in the System’s Statement of Fiduciary Net Position:

CHANGES IN FAIR VALUE FAIR VALUE AT JUNE 30, 2018
CLASSIFICATION AMOUNT CLASSIFICATION AMOUNT NOTIONAL UNITS CURRENCY

FOREIGN CURRENCY FORWARDS

Investment Income $316 Investment $(316) $(43,170) ARS
Investment Income 302 Investment (302) (18,529) AUD
Investment Income 638 Investment (638) (44,780) BRL
Investment Income 712 Investment (712) (66,564) CAD
Investment Income 3 Investment (3) (869) CHF
Investment Income (716) Investment 716 120,641 CNY
Investment Income 83 Investment (83)  (11,332,400) CoP
Investment Income 1,137 Investment (1,137) (114,630) DKK
Investment Income (387) Investment 387 (316,917) EUR
Investment Income 521 Investment (521) (41,507) GBP
Investment Income (5) Investment 5 394,393 IDR
Investment Income 460 Investment (460) (17,016) ILS
Investment Income (102) Investment 102 384,564 INR
Investment Income 1,214 Investment (1,214) (12,030,654) JPY
Investment Income (156) Investment 156 (8,118,202) KRW
Investment Income (526) Investment 526 116,665 MXN
Investment Income 77 Investment (77) 11,323 NOK
Investment Income 1,318 Investment (1,318) (66,264) NZD
Investment Income - Investment - (74) PEN
Investment Income 137 Investment (137) (5,043) PLN
Investment Income 36 Investment (36) (14,604) RON
Investment Income 282 Investment (282) 460,118 RUB
Investment Income 396 Investment (396) (302,500) SEK
Investment Income 347 Investment (347) (19,431) SGD
Investment Income (325) Investment 325 609 TRY
Investment Income 641 Investment (641) (676,800) TWD
Investment Income 1,361 Investment (1,361) (93,994) ZAR

TBA SECURITIES

Investment Income $1,623 Debt Securities  $389,515 $389,099

The System’s derivatives policy limits foreign currency forwards to no more than 100.0 percent
of the aggregate value of the portfolio securities denominated in the hedged currency.
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INVESTMENT DERIVATIVES CREDIT RISK

At June 30, 2018, the counterparties of the foreign currency forwards primarily had short-
term credit ratings of A as rated by the nationally recognized statistical rating organizations.
PERS' general policy requires that the counterparty has a long-term credit rating of A or better
and a short-term credit rating of A1/P1 at a minimum. More specifically, the System’s policy
requires that all over-the-counter derivatives be rated AA or better by the nationally recognized
statistical rating organizations. The counterparties of the to-be-announced securities (TBAs)
were primarily rated A by the nationally recognized statistical rating organizations.

INVESTMENT DERIVATIVES FOREIGN CURRENCY RISK
The foreign currency forwards are also presented in the foreign currency risk table on page 47.

INVESTMENT DERIVATIVES INTEREST RATE RISK
TBAs are included on page 45 in the interest rate risk table by years to maturity.

COMMITMENTS

As of June 30, 2018, the System had real estate and private equity investments legally
structured as limited partnerships. The System was one of the limited partners within each
fund, with the investment managers serving as the general partners. As part of the limited
partnership agreements, PERS agrees to potentially invest up to the committed amounts during
the stated fund investment period.

Within its Alternative Investment Program, the System has investments that, due to their long-
term nature, do not provide immediate liquidity. The commingled real estate fund investments
allow for quarterly liquidity. As of June 30, 2018, the total fair value of the commingled real
estate portfolio was approximately $2.02 billion. The closed-end real estate funds, timber fund,
and private equity fund investments are all 10- to 12-year commitments. These funds have
limited liquidity due to their long investment time horizon, but will make periodic distributions
throughout the term of the investment as assets are sold. As of June 30, 2018, the fair value
of these investments totaled $2.43 billion. Real Estate Investment Trusts (REITs) are excluded
from the Alternative Investment Program.

As of June 30, 2018, PERS had the following outstanding investment commitments
(in thousands):

CAPITAL CONTRIBUTED
NET OF RECALLABLE

DISTRIBUTIONS AND
COMMITTED CAPITAL RELEASED COMMITMENTS OUTSTANDING
REAL ESTATE $925,000 $603,778 $321,222
PRIVATE EQUITY 4,456,000 2,188,525 2,267,475
TOTALS $5,381,000 $2,792,303 $2,588,697
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FAIR VALUE MEASUREMENTS

The System categorizes its fair value measurements within the fair value hierarchy established
by GASB Statement 72, Fair Value Measurement and Application. Fair value is the price

that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. GASB Statement No. 72 focuses on the
exit price in the principal or most advantageous market for the asset or liability in an orderly
transaction between market participants. GASB establishes a fair value reporting hierarchy to
maximize the use of observable inputs when measuring fair value and defines the three levels
of inputs as noted below:

» Level 1— Assets or liabilities for which the identical item is traded on an active
exchange, such as publicly-traded instruments or futures contracts.

» Level 2 — Assets and liabilities are valued based on quoted prices in active markets
for similar instruments, quoted prices for identical or similar instruments in markets
that are not active, and model-derived valuations in which all significant inputs are
observable.

» Level 3 — Assets or liabilities, for which significant valuation assumptions are not readily
observable in the market and instruments, are valued based on the best available
data. Fair value is estimated using unobservable inputs that are significant to the fair
value of the assets or liabilities. Level 3 assets may include instruments for which the
determination of fair value requires significant management judgment or estimation.

The hierarchy is based on the valuation inputs used to measure the fair value of the asset.
Level T inputs are quoted prices in active markets for identical assets; Level 2 inputs

are significant other observable inputs; Level 3 inputs are significant unobservable inputs.
Investments that are measured at fair value using the net asset value (NAV) per share

(or its equivalent) as a practical expedient are not classified in the fair value hierarchy.

In instances where inputs used to measure fair value fall into different levels in the fair value
hierarchy, fair value measurements in their entirety are categorized based on the lowest level
input that is significant to the valuation. The System'’s assessment of the significance

of particular inputs to these fair value measurements requires judgment and considers factors
specific to each asset or liability. The System performed a detailed analysis of the assets

and liabilities that are subject to GASB Statement 72 and has the following recurring fair value
measurements as of June 30, 2018:
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INVESTMENTS BY FAIR VALUE LEVEL
Debt Securities:
COMMERCIAL PAPER

REPURCHASE AGREEMENTS
SHORT-TERM ASSET BACKED SECURITIES

SHORT-TERM US CORPORATE BONDS

SHORT-TERM US GOVERNMENT
AGENCY OBLIGATIONS

SHORT-TERM US TREASURY OBLIGATIONS
SHORT-TERM SOVEREIGN GOVERNMENTS DEBT
US GOVERNMENT AGENCY OBLIGATIONS

US TREASURY OBLIGATIONS
COLLATERALIZED MORTGAGE OBLIGATIONS
US CORPORATE BONDS

NON-US CORPORATE BONDS

MORTGAGE PASS-THROUGHS

STATE & LOCAL OBLIGATIONS
ASSET-BACKED SECURITIES
YANKEE/GLOBAL BONDS

SOVEREIGN GOVERNMENTS DEBT

TOTAL DEBT SECURITIES

Equity Securities:
BASIC MATERIALS

COMMUNICATIONS
CONSUMER, CYCLICAL
CONSUMER, NON-CYCLICAL
DIVERSIFIED

ENERGY

FINANCIAL

INDUSTRIAL

TECHNOLOGY

UTILITIES

TOTAL EQUITY SECURITIES
TOTAL INVESTMENTS BY FAIR VALUE LEVEL

Investments Measured at NAV:
TOTAL REAL ESTATE*

PRIVATE EQUITY FUNDS

TOTAL INVESTMENTS MEASURED AT NAV
TOTAL INVESTMENTS MEASURED AT FAIR VALUE
INTERNATIONAL CURRENCY

TOTAL INVESTMENTS**

Investment Derivative Instruments:
FOREIGN EXCHANGE CONTRACTS (LIABILITIES)

TOTAL INVESTMENT DERIVATIVE INSTRUMENTS

QUOTED PRICES IN
ACTIVE MARKETS FOR
IDENTICAL ASSETS

SIGNIFICANT OTHER
OBSERVABLE INPUTS

SIGNIFICANT

UNOBSERVABLE INPUTS

(LEVEL 1) (LEVEL 2) (LEVEL 3)
$476,455 $- $476,455 $-
672,392 - 672,392 -
650 = 650 =
168,774 - 168,774 -
39,570 = 39,570 =
189,150 189,150 - -
23,207 = 23,207 =
20,853 - 20,853 -
960,289 960,289 = =
549,328 - 549,328 -
1,780,096 21,006 1,723,978 35,112
1,252,857 3,925 1,248,932 -
828,119 = 828,119 =
47,322 - 47,322 -
1,501,462 = 1,501,462 =
31,000 - 31,000 -
1,106,481 = 1,106,481 =
9,648,005 1,174,370 8,438,523 35,112
749,922 749,922 - -
2,020,470 2,020,470 - -
1,771,658 1,771,658 = =
3,574,787 3,574,787 - -
55,858 55,858 = =
1,096,158 1,096,158 - -
3,909,567 3,909,567 = =
1,816,153 1,816,153 - -
2,066,989 2,066,557 = 432
294,616 294,616 - -
17,356,178 17,355,746 - 432
$27,004,183 $18,530,116 $8,438,523 $35,544
2,393,367
2,053,831
4,447,198
31,451,381
356,902
$31,808,283 * REITs, exchange traded investments, are reported in equity
securities for this presentation. REITs totaled $436.2 million.
1,059,494 ** Total investments do not include obligations
$1,059,494 under securities lending totaling $3.4 million.
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DEBT AND EQUITY

The System’s debt and equity securities in Level 1 of the fair value hierarchy are valued using
prices quoted in active markets for those securities. Securities classified in Level 2 of the fair
value hierarchy are valued using a proprietary pricing source. The primary proprietary source
uses continuous evaluations throughout the trading day based on factors such as dealer
quotes and trades, trade execution data, and transaction reporting services. Along with
market sources, relative credit information, observed market movements, and sector news
are integrated and incorporated into evaluation pricing applications and models. Commercial
and residential mortgage-backed securities classified in Level 3 are valued using discounted
cash flow techniques. Collateralized debt obligations classified in Level 3 are valued using a
proprietary model that monitors structured product markets, interest rate movements, new
issue information, and other pertinent data. Evaluations of tranches (non-volatile and volatile)
are based on market modeling, trading, and pricing conventions. New issue features are
analyzed on data such as pricing speed, spread, and volatility. Information is also solicited from
outside sources including secondary dealers, portfolio managers, and research analysts.

DERIVATIVE INSTRUMENTS
The System held derivative instruments in the form of US Treasury strips, collateralized
mortgage obligations, asset-backed securities, and currency conversions as of June 30, 2018.

REAL ESTATE

The System’s real estate funds include open-end funds and closed—end limited partnerships
that invest primarily in US commercial real estate. The fair values of these investments have
been determined using the NAV per share (or its equivalent) of the System’s ownership interest
in the fund or partners’ capital, as applicable. The governing document for each open-end real
estate fund provides investors the ability to request the redemption of all or part of their fund
investments. The funds resulting from an investor's redemption request are raised by the sale
of underlying real estate investments held by the open-end fund. Closed-end real estate funds,
governed by limited partnership agreements, do not contain provisions for limited partner
redemptions on demand. Closed-end funds have a finite life or term, which is defined in the
limited partnership agreement. Typically, real estate investments must be made within the first
three to four years of the partnership’s lifespan, and liquidated by the end of the 10th year.

As underlying real estate investments are sold over the life of the closed-end fund, pro-rata
distributions of the proceeds are made to each partner in the fund partnership. The standard
liquidation period of 10 years with the option of two one-year extensions applies to the one
percent of the total portfolio invested in closed-end funds.
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PRIVATE EQUITY

The System's private equity investments consist of two fund-of-funds (FOF) limited partnerships
that invest in multiple private equity funds on behalf of the System. Private equity funds invest
primarily in non-public companies whose prices are not quoted on a stock exchange; therefore,
these investments are typically illiquid in nature. The System's ownership in the underlying
private equity funds consists of limited partnership interests. Because these partnership
interests are illiquid, the System’s investments cannot be redeemed on demand. Instead
pro-rata distributions are received through the liquidation of the assets of the underlying
partnerships. Based on the terms of each limited partnership within the System'’s FOFs, all
partnership assets should be liquidated over the 10-to-12-year life of the individual partnership.

As of June 30, 2018, it is probable that all of the System’s private equity underlying investments
will be sold at an amount different from the NAV per share (or its equivalent) of the System's
ownership interest in partners capital. Therefore, the fair values of these underlying
investments have been determined using recent observable transaction information for

similar investments and non-binding bids received from potential buyers of the investments

of each partnership. As of June 30, 2018, a buyer (or buyers) for these investments has not yet
been identified. Each underlying private equity fund's general partner has full discretion for
the disposition of each partnership investment. The general partner is solely responsible for
determining the most appropriate timing for the sale of each investment and the best

exit strategy to use. In addition, the general partner is responsible for identifying all buyers
and approving all sale transactions of partnership investments.

Investments measured at the NAV (in thousands):

REDEMPTION
FREQUENCY
UNFUNDED (IF CURRENTLY REDEMPTION
FAIR VALUE COMMITMENTS ELIGIBLE) NOTICE PERIOD
Real Estate Funds:
CORE - OPEN END $2,015,751 $- Quarterly 45-90 days
VALUE ADDED - CLOSED END 274,931 321,222 N/A 10-12 years
TIMBER 102,685 - Various* Various*
TOTAL REAL ESTATE 2,393,367 321,222
Private Equity Funds:
DIVERSIFIED 2,053,831 2,267,475 10-12 years N/A
TOTAL PRIVATE EQUITY 2,053,831 2,267,475
TOTAL INVESTMENTS MEASURED AT NAV $4,447,198 $2,588,697

*Based on partnership agreement terms.
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SECURITIES LENDING TRANSACTIONS

The System accounts for securities lending transactions in accordance with GASB Statement
No. 28, Accounting and Financial Reporting for Securities Lending Transactions, which
established standards of accounting and financial reporting for securities lending transactions.

The Board of Trustees has authorized the System to lend its securities to broker-dealers

with a simultaneous agreement to return the collateral for the same securities in the future.
The System’s custodian, pursuant to a written agreement, is permitted to lend all long-term
securities to authorized broker-dealers subject to the receipt of acceptable collateral.

The System lends securities for collateral in the form of either cash or other securities.

The types of securities on loan at June 30, 2018, are long-term US government and agency
obligations, corporate bonds, REITs, and domestic and international equities. The contractual
agreement with the System's custodian provides indemnification in the event the borrower
fails to return the securities lent or fails to pay the System income distributions by the securities’
issuers while the securities are on loan. There have been no significant violations of the
provisions of the agreement during the period of these financial statements.

At the initiation of a cash loan, borrowers are required to provide collateral amounts of

102.0 percent on US securities and international securities denominated in the same currency
of the loaned security. When the System'’s international securities are loaned, if they are
denominated in a currency other than the currency of the loaned security, 105.0 percent
collateral is required at the initiation of the loan. In the event the collateral fair value on US
securities and sovereign debt falls to less than 100.0 percent of the respective fair value of
the securities lent, the borrower is required to provide additional collateral by the end of the
next business day to the 102.0 percent level. In the event the collateral fair value falls below
102.0 percent for international same-currency transactions or 105.0 percent for cross-currency
transactions, the borrower is required to provide additional collateral.

Effective October 1, 2013, 110.0 percent collateral is required from the borrowers for non-cash
loans. The System cannot pledge, lend, or sell securities received as collateral unless

the borrower defaults. As such, these securities are not presented on the Statement of Fiduciary
Net Position. Authorized securities’ collateral includes US and non-US government debt
obligations and securities, supranational debt obligations, US and non-US equity securities
listed on specified indices, US and non-US corporate bonds, and convertible securities.

Equities were held as collateral on the non-cash loans as of June 30, 2018. As with cash loans,
the borrower must provide additional collateral to correct any deficiency.

The maturities of the investments made with cash collateral generally do not match the
maturities of the securities loans. All securities loans can be terminated on demand by either
the System or the borrower, although the average term of these loans was three days at

June 30, 2018. Cash collateral was invested in repurchase agreements, corporate bonds,

and asset-backed securities at June 30, 2018. The weighted average effective duration

and the weighted average maturity of cash collateral investments at June 30, 2018, were 26 days.

Effective October 1, 2014, PERS amended the custodial bank securities lending agreement to
allow for the purchase of equity repurchase agreements. Repurchase agreements collateralized
by equity securities require a minimum of 107.0 percent collateralization level. The amendment
also provides indemnification on all repurchase agreements by the custodial bank lending agent.

Securities lent at year-end for cash and non-cash collateral are presented by type. There were
$1,347,693,000 securities lent for securities collateral as of June 30, 2018. The investments
purchased with the cash collateral are presented in the discussion of custodial credit risk,
since the custodian, as agent, is the counterparty in acquiring these securities in a separate
account for the System. The securities lent for securities collateral are also presented for
exposure to custodial credit risk since the related collateral is acquired and held by the agent,
not in the System'’s name.
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INTEREST INCOME

NET DEPRECIATION

INCOME FROM SECURITIES LENDING
Less:

INTEREST EXPENSE

BANK FEES

EXPENSES FROM SECURITIES LENDING

NET INCOME FROM SECURITIES LENDING

SECURITIES LENT
Lent for Cash Collateral:

DEBT SECURITIES
EQUITIES
REITS

SUBTOTAL

Lent for Securities Collateral:
DEBT SECURITIES

EQUITIES
REITS
SUBTOTAL

TOTAL SECURITIES LENT

The following table details the net income from securities lending for the year ended
June 30, 2018 (in thousands):

PERS MHSPRS MRS SLRP TOTAL
$64,549 $752 $327 $38 $65,666
(2,839) (33) (14) (2) (2,888)
61,710 719 313 36 62,778
41,472 482 211 25 42,190
3,379 40 16 2 3,437
44,851 522 227 27 45,627
$16,859 $197 $86 $9 $17,151

At year end, the System had no credit risk exposure to borrowers because the amount
the System owed the borrowers exceeded the amount the borrowers owed the System.

Securities lending total assets with related accrued interest are $3,535,405,000, and
total liabilities with accrued expenses are $3,531,439,000. These two amounts do not
equal at June 30, 2018. The difference of $3,966,000 is due to the collateral investment
fund's market appreciation, agent lender fees, and earnings receivable until the final
distribution takes place the following month.

The following table presents the fair values of the underlying securities and the value
of the collateral pledges at June 30, 2018 (in thousands):

COLLATERAL
FAIR VALUE* RECEIVED

$865,136 $884,342
2,382,487 2,437,724
128,912 131,829
3,376,535 3,453,895
213,388 234,141
1,122,295 1,258,502
12,010 13,817
1,347,693 1,506,460
$4,724,228 $4,960,355

*The fair values of the underlying securities
loaned for cash and securities collateral
include accrued income and expenses.

COMMISSION RECAPTURE PROGRAM

The Board of Trustees has authorized the System to enter into a commission recapture program.
This program allows the System to recapture a portion of the commissions paid to broker-
dealers with which the System has entered into an agreement. Recaptures for the fiscal year
ended June 30, 2018, were $250,205.
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Note 4: Capital Assets  The following table shows amounts for capital assets as of June 30, 2018 (in thousands):

DESCRIPTION AMOUNT

LAND $508

BUILDING 18,778

FURNITURE, EQUIPMENT & SOFTWARE 23,534
CONSTRUCTION IN PROGRESS 1,026

TOTAL CAPITAL ASSETS 43,846

Less Accumulated Depreciation:

BUILDING 6,599

FURNITURE, EQUIPMENT & SOFTWARE 14,792
TOTAL ACCUMULATED DEPRECIATION 21,391
NET CAPITAL ASSETS $22,455

Note 5: Net Pension  The following tables present the components of the liability of the employers, or net pension
Liability of Employers liability, to plan members for benefits provided through the System’s cost-sharing and single
employer defined benefit pension plans at June 30, 2018 (in thousands).

PERS MHSPRS SLRP
TOTAL PENSION LIABILITY $44,396,161 $527,428 $21,301
PLAN FIDUCIARY NET POSITION  $(27,763,190) $(354,169) $(18,036)
PLAN NET PENSION LIABILITY $16,632,971 $173,259 $3,265
RATIO OF FIDUCIARY NET POSITION 62.54% 67.15% 84.67%

TO TOTAL PENSION LIABILITY

SIGNIFICANT ASSUMPTIONS AND OTHER INPUTS
The total pension liability was determined by an actuarial valuation as of June 30, 2018,
using the following actuarial assumptions applied to all periods included in the measurement:

PERS MHSPRS SLRP
INVESTMENT RATE OF RETURN* 7.75% 7.75% 7.75%
PRICE INFLATION 3.00% 3.00% 3.00%
SALARY INCREASES 3.25-18.50% 3.25-8.81% 3.25%
MOST RECENT EXPERIENCE STUDY 6/30/16 6/30/16 6/30/16

*Net of investment expense, including inflation

Financial 2018 -58-



ASSET CLASS

US BROAD

INTERNATIONAL EQUITY
EMERGING MARKETS EQUITY
GLOBAL

FIXED INCOME

REAL ASSETS

PRIVATE EQUITY

EMERGING DEBT

CASH

TOTAL

NET PENSION LIABILITY

PERS
MHSPRS

SLRP

An actuarial survey of the mortality, service, withdrawals, compensation experience

of members, and valuation of assets and liabilities is performed annually to determine the
actuarial soundness of the System. To validate that the assumptions recommended by the
actuary are, in aggregate, reasonably related to actual experience, the System requests the
actuary to conduct an experience investigation every other year. The actuarial assumptions
used in the June 30, 2018, valuation were based on the results of an actuarial experience study
for the four-year period ending June 30, 2016. The experience report is dated April 18, 2017.

The long-term expected rate of return on the PERS, MHSPRS, and SLRP investments

was determined using a log-normal distribution analysis in which best-estimate ranges

of expected future real rates of return (expected nominal returns, net of the plans’ investment
expense and the assumed rate of inflation) were developed for each major asset class.

These ranges are combined to produce the long-term expected rate of return by weighting
the expected future real rate of return by the target asset allocation percentage and by adding
expected inflation. The target asset allocation and best estimates of arithmetic real rates

of return for each major asset class are summarized in the following table:

LONG-TERM EXPECTED REAL

TARGET ALLOCATION RATE OF RETURN
27.00% 4.60%
18.00 4.50

4.00 4.75
12.00 4.75
18.00 Q.75
10.00 3.50

8.00 5.10

2.00 2.25

1.00 =

100.00% N/A

DISCOUNT RATE

The discount rate used to measure the total pension liabilities for PERS, MHSPRS, and SLRP
was 7.75 percent. The projection of cash flows used to determine the discount rate assumed
that plan member contributions will be made at current contribution rates and that employer
contributions for PERS, MHSPRS, and SLRP will be made at rates set in the Board's Funding
Policy. Based on those assumptions, each plan'’s fiduciary net position was projected to be
available to make all projected future benefit payments of current plan members. Therefore,
the long-term expected rate of return on investments was applied to all periods of projected
benefit payments to determine each plan’s total pension liability.

SENSITIVITY OF THE NET PENSION LIABILITY TO CHANGES IN THE DISCOUNT RATE
The following table presents the net pension liability of PERS, MHSPRS, and SLRP, calculated
using the discount rate of 7.75 percent, as well as what the plans’ net pension liability would
be if it were calculated using a discount rate that is one percentage point lower (6.75 percent)
or one percentage point higher (8.75 percent) than the current rate (in thousands):

CURRENT
1% DECREASE DISCOUNT 1% INCREASE
(6.75%) RATE (7.75%) (8.75%)

$21,900,850 $16,632,971  $12,254,668
$237,420 $173,259 $120,079
$5,337 $3,265 $1,482
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Note 6: Contributions Required
and Contributions Made

PERS

MHSPRS

MRS

SLRP

Policies for PERS, MHSPRS, and SLRP provide for employer and member contributions

at actuarially determined rates that, expressed as percentages of annual covered payroll,

are adequate to accumulate sufficient assets to pay benefits when due. Contribution rates

for PERS, MHSPRS, and SLRP are established in accordance with actuarial contribution
requirements determined through actuarial valuations and adopted by the Board of Trustees
with respect to PERS and SLRP or the MHSPRS Administrative Board. Employer contribution
rates consist of an amount for service cost; the amount estimated to finance benefits earned
by current members during the year; and an amount for amortization of the unfunded actuarial
accrued liability. For determining employer contribution rates, the actuary evaluates the assets
of the plans based on a five-year smoothed expected return with 20.0 percent of a year's
excess or shortfall of expected return recognized each year for five years. Contribution rates are
determined using the entry age actuarial cost method and include provisions for an annual

3.0 percent cost-of-living increase calculated according to the terms of the respective plan.

Contribution policies for MRS provide for a property tax to be levied within each municipality
and deductions from salaries of members at rates sufficient to make the plans actuarially
sound. An actuarial valuation is performed annually, as of June 30, to determine the necessary
rates. Mississippi statutes limit any increase in the property tax levy for employer pension
contributions to one-half mill per year. Given this constraint on employer contribution increases
and depending upon future experience, one or more of the closed plans under MRS will
possibly be exhausted at some point in the future. Such an event would lead to at least

a temporary reduction in benefits paid until the affected plan's cash flow position improved.
Members covered by MRS are required to contribute varying amounts of their salary, depending
on the actuarial soundness of their respective plans.

CONTRIBUTION RATES

CONTRIBUTION RATES AS A PERCENT OF COVERED PAYROLL

MEMBER EMPLOYER OTHER
9.00% 15.75% -
7.25% 37.00% 11.82%*
7.00-10.00% 0.80-5.82 mills** -
3.00% 7.40% -
*Additional fees

**Based on assessed property values.

The Board of Trustees adopted a new funding policy for PERS at the June 2018 meeting.
Enhanced metrics for decision making include a signal light approach with green meaning the
metric passes, yellow signals the metric passes, but a negative experience could lead to concern,
and red indicating the metric fails. Metrics to be measured include funded ratio, cash flow as a
percentage of assets, and the actuarily determined contribution ratio. Measures for determining
the employer contribution rates for MHSPRS and SLRP remain the same.

Employer contributions for MHSPRS are augmented by certain additional fees. These amounts
vary annually based on the level of activity. The amount collected as of June 30, 2018,

was $2,859,893 for motor vehicle fees and $634,025 for driver's license reinstatement fees.
An estimated $3,500,000, or 11.82 percent of payroll, was used to calculate the actuarially
determined contributions for MHSPRS.
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